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TREASURY DEPARTMENT : 
Internal Revemte Service 
Intelligence Unit 
Chicago Chicago, Illinois, 
July 8, 1951. 


aCH-ND | 
CONFIDENTIAL 


Internal Revenue Agent in Charge, 
Chicago, Illincis. 


in re Alphonse Capone, 
7244 Prairie Avenue, 
Chieago, Illinois. 


Alphonse Capone is, without a doubt, the best adver- 
‘tised and most talked of gangster in the United States 
today. Reams and reams of newsprint and magazine paper 
has been used up in exploiting Al. Capone as the "Big Shot” 
in his various activities ss the boss of the ao-¢alled 
Cicero syndicate which carried on a very lucrative busi- 
ness in manufacturing and selling beer and alcohol, oper 
ating gambling houses, and houses of prostitution. 


AL Capone has been mentioned in connection with prac~ 
tically every major crime committed in Chicago within the 
last few years; possibly some of thse stories are true, but, 
no doubt, a great deal of the stuff printed originated in 
the fertize brow of some newspaper reporter or a 
writer. 


Al Capone, a punk hoodlum, came to Chicago from New 
York about 1920, as a protage of John Torrio, sho, at the 
time mas a lieutenant of Jim Colisimo. The first heard of 
Capone was &s a bouncer in a notoriously tough joint called 
the "Jour Deuces”. In the course of time, Colisimo, follow- 
ing the path of all good gangsters, was "bumped off", and 
Torrio took control. True to tradition, the guns again 
vegan to blaze, but this tine the person behind the gun erl- 
dently had poor eyesight and Torrio, instead of going to the 











cemetery, tock a vacation in the hospital. On getting out 
Torrio evidently thought discretion the better part of 
valor, and migrated to New York. This left the field clear 
for Al Capone, who promptly muscled in, and due to free ad- 
vertising in the newspapers became the "Sig Shet", Capone, the 
immune, Capone, the idol of the hoodlum element, Capone, the 
dictator, free from arreat and prosecution by the local po- 
lice, due, no doubt, to his levish spending of money and 
giving bribes. Same time ago Capone was arrested on a: 
vagrancy charse, and the states attorney hed to dismiss the 
ease for the reason that no policeman could be found in 
Chicago who knew Al Capone! 


That Al Capone is shrewd, there ia no doubt, which, toge- 
ther with his native Italian secretiveness, has made this 
ease a most difficult one to bandis. Al Capone never had 
a bank account and only on one occasicn could it be found 
where he ever endorsed a check, all of his financial transac- 
tions being made in currency. Agents were unnble to find 
where he had ever purchased any securities, therefore, any 
evidence secured had to be developed througk the testimony 
of esscclates or others, which, through fear of personal in- 
jury, or loyalty, was most difficnlt to obtain. 


This examination, along with the cases of various other 
Chicago gangsters, was assigned to Internal Revenue Agent 
¥. C. Hodgins about two years ago. With the assistance of 
Special Agent NH. E. Tessem and A. A. Yartin, considerable 
work yas done, such as making an analysis of the Pinkert State 
Bank remistanee sheets and deposit slips for the years 1924 to 
1928, from which lists were compiled of all clearing checks 
deposited or cashed showing she maker and last endorser. 
Bank acccunts were analyzed, witnesses were interviewed, and 
every scrap cf evidences possible zas secured, on any of the 
gangsters, alweys with the object in view of eventually getting 
enough evidence together to successfully prosecute Al Capone. 


This case caused such wide-spread interest that during 
May, 13350, Internal Revenue Agents H. ¥. Clagett, J. L. Westrich, 
and Special Agent Frank J. Wilson, wers sent on from the east 
to aasiat in bringing this case to a successful conclusion. 
From this time on Special Agent Frank J. Wilson took charge of 
the case, and an intensive campaign was prosecuted, developing 
further avidence already secured and following up every possi~ 
ble lead that might develop into anything of value. Ontside 
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help was solicited whenever possible, the United States 
District Attorney's Office was used when advantagetus, wit- 
nesses were brought to Chicago and kept under guard, raids 
were made, telephone wires were tapped, hundreds of wi tesses 
were interviewed, all with the object in view, not so mich 
to develop a tax case but to sustain a criminal prosecu- 
tion against Al Capone, thereby restoring to a degree the 
respect for Federal Lazs.that has not been in evidence 

among the gangster class during the past few years. 


That agents have been successful is borne out by the 
fact that Ralph Capone was found guilty and is now under 
a three-year sentence in Leavenworth, Kansas, and is now 
out, pending a decision of an appeal. Jack Guzik wag 
indictéd, tried, found guilty,and sentenced to five years 
in Leavenworth, Mansas. Ee is also at liberty om an appeal. 


Frank Nitto was indicted, pleaded guilty, and is now 
serving en eighteen months’ sentence in Leavenworth, Kan- 
sas. Sem Guzik was indicted, pleaded guilty, and is now 
serving 4 one-year sentence in Leavenworth, Sannes. Louis 
Lipsehmitz was indicted and is waiting trial. Al Capone 
was indicted on various counts covering the years 1924 to 
1929, inclusive, and on June 16, 1931, pleaded guilty to 
all counts in the indictments, and is now waiting to be 
sentenced. See =xhibit T. 


Cn way 1, 1924, & gambling establishment was commenced 
in Cicero under the neme of the Eawthorne Sucke Shop. Dur~ 
ing the years 1924, 1925, 1926, 1927 and 1928, this gambling ’ 
establisnoment was raided fram time to time and discontinued 
for shart periods, and moved from one place of business to 
another in the immediate neighborhood, but was the same bus- 
iness aperated by the same people. The government has a - 
book record made by sne of the managing operators, Peter 
Penovich, during the year 1924, and covering its transac- 
tions during that year, and by a bookkeeper, L. A. Shummy, 
during the year 1925 and until April 26, 1926, (the death 
of States Attorney McSwiggan). The book record shows net 

profits for the year 1924 of approximately $200,000.00 for the 
year 1925, of approximately $117,000, and for the four mnths 
of January, Zebruary, Mareh and April, of 1926, of $170,000. 
See Exhibit A. 
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The bookkseper referred to will also testify that dur 
ing the year 1924, Al Capone, Jack Guzik, Frank Nitto, 
Ralph Capone, Louis Alterie, Dion O'Banion, Louis La Cava, 
and Johnuy Torrio, came to this gambling establishment 
and the operating manager requested the bookkeeper to step 
cut, inssrmach as these men desired to discuss some confi- 
dential matters relating to the ‘business. Ths bookkeeper 
will also testify that Al Capone was very frequently in the 
place and conversed with the two operating managers of the 
business, and on one occasion he heard Al Capone suggeat. 
to them that certain people be employed. On one occasion, 
Al Capone asked him what he, the bookkeeper, wovld do if he 
were held up some tine on his way to the bank with the pro- 
fits of the business, and he replied that he would de noth- 
ing, simply let them take the money. Al Capone answered 
that that would be the correct thing to do. On the occa- 
sion of a raid on Derby Day, May 17, 1925, which will be 
mentioned more fully later, Al Capone directed this dcok- 
keeper to get the funds which were in the snfe, which con- 
sisted of a rather large amount of money, the exact amount 
mot determinable, and remove them from the place that was 
being raided. : . 


On the occasion of a raid which followed the mrder 
of States Attorney McSwiggan in 1926, this bookkeeper, at 
the direction of one of the overating managers of the 
business, removed scme £84,000 from the safes of the ganb- 
ling establishuent and in camaeny with this operating man- 
ager met Louis La Cava, Jack Guzik and Frank Nitto at the 
Atlantic Hotel and paid the money over to Louis La Cava. 
Just about two weeks prior to this payment, Al Capone and 
Louis La Cava had opened a joint safe deposit vault which 
neither could open except in the presence of the other. 
This safe deposit vault was visited occasionally for a short 
time both before and after this payment by Al Capone, and 
Louis La Cava. 


On Derby Day, May 17, 1925, this gambling establishment 
was raided by a posse of deputy sheriffs under the leadership 
of a minister and a group of other citizens constituting a 
citizen's welfare orgenization fran the western part of Chica- 
go. “hen this raid had first started, al Capone appeared on 
the scene unshaved, with his clothes drawn on hastily over his 
pajamas, and tried to secure admission. He was intercepted 
at the door and then made the statement that he was the owner 
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of the place, whereupon he was admitted. This statement 

was repeated before two reliable witnesses. On caning 

into the establisiment where the raid was in progress, he 
turned to the minister and mttered a threat to the offect, 
"This is the last raid you'll ever pull on me.* He went 
over to the till and started stuffing money into his pockets. 
and designated a certain employee there to take charge of 
the other money on hand. He also said, "What are you fel- 
lows alweys picking on me?” He then left and sometime 

later come back shaved, fully dressed, and in a pleasant 
humor. He asked the minister to step to one side and then 
said to him, “Can't we get together? If you'll let me alone 
here I'll withdraw from Stickney." (Stickney is a subur>d 
where a house of prostitution had been operating and had been 
reided by the sams organization.) The minister indicated 

to hin that he would not be able to get together on that 
basis. See Sxhibit 0. While the gambling apparatus was 
being removed, one of the menagers of the place asked the 
officers if they couldn’t take one or two smell pieces as 
evidence sand leave the rest. The minister said that could 
net be done. Al Capone then spoke up, and, pointing to a 
rather large and valuable piece of gambling paraphernalia, said, 
"Don’t take that one, that belongs to me”, 


In the year 1927 a cashier’s check in the amount of 
32500 from the profita of the gambling establishment at that 
time bears the endorsement of Al Capone. (Al Capone is thé 
second endorser on this check; the check is made payable to 
J. C. Dunbar, who was cashier of the eatablishment and whose 
name appecrs as the first endorsement.) See Exhidit I. 


Various employees wiil testify that Al Capone was at 
the gambling establishrent on different occasions through- 
out the yeors of its operation and when there frequented the 
private office and private wire rooms where customers and - 
employees were not allowed to zo. 


In the year 1924, the gambling profits were $350,250.95, 
(See Sxhtbit a}. Much conflicting testimony was given regard- 
ing the split for this year. See xhibit B,C.D. However, in 
preparing the case for criminal prosecution, the issistant 
United States Attorney handling the case requested internal 
revenues agents who were cooverating with them to investigate 
the statement of 7. 7enovich, Jr., to the effect that the dis- 
tribution for the year 1924 was as follows: 


Dion O*Banion, represented by Cave Bates 18% 


Frank Pope 18 
John Torrio, represented by L.Alterie -§ 18 
P. Penovich, Jr. f 5 
Al Canzone 29 
100% 


These are the figures used in the indictment and are be- 
liefed to be fairly correct. ss 


On September 20, 1930, L. FP. Mattingly filed with ifr. 
C. ¥. Herrick, Internal Revenues Agent in Charge, at the Chi- 
eago Office, a statement in behalf of Al Capone. See Exhib- 
it 4. In this exhibit he states “Taxpayer became active as 
a principal with three associates at about the end of the 
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"The >rofits of the organization of which he was a men 
ber was divided as follows: One third to a group of four 
regular employees, and one sixth each to the taxoayer and 
thres associates". See Exhibit 2%. 


The: three associates refarred to, it is believed, are 
Jack CGuzix, Reloh Capone, and Frank Nitto. For the year 
1925 one sixth of the total checks cashed and deposited by the 
three other members of the syndicate is charged to al 
Capone, (See Exhibits 2-4--F-G 5.) 4 small account in 
the name of Mae Capone, taxyayer’s wife, was found in the 
Fest Side Trust and Savings Bank. The total deposits of 
. $2500 is added to taxpayer's income. In addition to this 
52t of the Cicero gambling operations is charged to taxpayer 
as income, mking a total of $257,339.55. 


¥rom the examination of testimory of P. Penorich, Jr. 
and 7. Pope, at the request of the district attorney's office, 
it is believed the split for 1925-1926 was as follows: 


Tow officials 20% 


Frank Pope is 
P. Penovich,Jr. 5 
Ralph Capone 3 
Al Capone §2 
100% 


Yor the year 1926, income has been computed on a basis 
of one sixth of the total deposits and checks cashed by Jack 
Guzik, Ralph Capone and Frank Nitto, amounting to 3107,271.28; 
to this is added S2% of the Cicero gambling profits making 
@ total of $105,677.00 gross income. See Exhibits &-9, F, G, 5A. 


_ Por the year 1927, in addition to checks cashed and depos- 
its rade by Jack Guzik, Ralph Capone, and Frank Nitto, the 

' deposits of Sam Guzikx ware also considared as incaze of the 
syndieate. large sums were trensferred to Jack Cuzik and 

it is believed he was a collector for the syndicate. One sixth 
of the checks cashed and deposited amounts to $205,557.04, to 
which is added 310,000 investment in Hawthorne Zenneal Club, 

and a cashier's check cashed, maxes a total gross income of 
$218,057.04. During the Jack Guzix trial, Fred Ries, alias 

I, C. Dunbar, testified he purchased about $134,000 in cashier's 
checks which represented surplus of the gambling houses he 
worked for owned by the syndicate. 346,000 of these were cash= 
ed by Jack Guzik, the balance being deposited. Curing the 

yeer the Hawthorne <ennel Club was organized. It ncw appears 
that Al Capone had an investment of $10,000 in this corporation 
and as it is not known how he scquired this stock, same is 
added to income. Likewise, a cashier's check purchased by 

Fred Ries, alias J. C. Dunbar, for $2500, and cashed by taxpayer, 
personally. See Exhibits 220, L. ?. G-6, Ie J. and K. 


Yor the year 1928, income wes computed on a basis of one- 
sixth of Jack Guzik, Dalph Capone and Cam Cuzik, which amounta to 
$147,205.59; to this is added a $10,000 Liberty Bond purchased 
at The rirst National Sank, Cicero, and turned over to the 
Rooseyalt finance Company in payment of a loan. 


In 1928, approximately $72,000 was sent from Chicago to 
Al Capone, in Florida, by wire transfer at irregular intervals 
in amounts of approximately $2,000 or thereabouts. Somes of 
the transfers are as low as 3200 and some run as high as $5,000. 
These transfers were sent during a period of five or six months, 
some transfers being sent daily and sometizes with intervals of 
four or five weeks elapsing between transfers. 


These tranafers were sent from Chicago by Rocco Fischetti, 
(who was seen frequently with 41 Capone in gambling establish- 
ments), Joe Puseo, George Howlett, Sam Guzik (brother of Jack 
Cuzik, Capone’s chief lieutenant and business manager), and 
Bobby Barton. Bobby Barton was the reeipient of cashier's checks 
from the cashier of one of the gambling establishments and depos- 
ited many of these checks in Jack Guzik’s bank secount. He was 
messenger and chauffeur for Jack Guzik. 
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These wire transfers in a few ecses were sent to Al 
Capons in his own name and in most cases to him under the 
name of 4. Costa, who can be identified as Al Capone by 
Western Union employees. See Exhibit H. 


Ur. Mattingly, in his letter to Mr. Herrick, admits 
income of $100,C0O for 1929, but inasmuch @e the rough draft 
of this letter reads $2,000 a month, incane has been fixed at 
$104,000. A deduction of $1.00 has been allowed for all 
years. 


' That the syndicate was salling beer is certain. Turing 
the Ralph Capone trial checks were traced from Ralph Capone's 
bank account to Hak Brothers and John Kunz. Hr. Miles Hak 
and Mr. Zunz. testified these checks were given in payment of 
beer. That they were in the alcohol business is equally 
certain. Many checks drawn on the account of Max Altersbhn 

was cashed by Frank Nitto. ir. Altersohn states these checks. 
were given in payment of alcohol; also a statemant from 
another witness in Davenport, Iowa,saying L. Lipschultz from 
whom he .urchased alcohol, told him (the witness) that he 

(L. Lipsehultz) was working for 1 Capone. 


Same time ago Special Agents Malone and Sullivan were 
drafted into the cése for the purpose of developing evidence 
that «sould connect the syndicate with several houses of pros= 
titution located in Stickney, Tllinois. Several of Jack 
Guzi's checks were traced to the biaple Suilding Corporation, 
io payment on ihe building housing a notorious joint called 
Tne Stockade. I% is believed that Special Agents Sullivan - 
and Malone were making progress in developing evidence to 
establish ownership by tha syndicate of thea Harlem Inn and the 
Shatoy Inn, both in Stickney, meee when the case broke and 
AL Capone pleaded guilty. . 


-The only known assets of Al Capore is his home in Fherida. 
See Appraisal, 2xhibit S. Two autamobiles partly neid for, 
personal effects, and his stock in the Hawthorne Kennel Club. 


The report is made as near as possibly in accordancé vith 
the figures used in the indictments. Changes were made for the 
years 1925 and 1929, due to correction of figures, otherwise 

ne figures used ara the same. See Exhibit T. 
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This case, while it has been long drawn out and very 
@ifficalt in some respects, has been brought to a succesaful 
conclusion and agents feel the results accomplished have jus- 
tified the time and energy used. 


Agents wish to taks thia opportunity to thank Er. 4.P. 
Radden for his fine spirit and ‘cooperation throughout the 
examination, Mr. Frank Wilson for his patience and forbear- 
ence, when everything seemed to go wrong, for the considere- 
tion of the welfare 2n4 ecomfcert ef the ren working with hin, 
for his advise end council, and his willingness to pnt his 
shoulder to the wheel whenever naseded to carry the load over 
the hili; lix. Nels Tsessem, for his bulldog tenacity in hold- 
ing on until the Isst scrap of ovidence aad been extracted; 
other members of the Intellizence Unit tar their spiendid 
help and cooperation when needad, and the district attorney's 
office and its various msmbers for their advice and couneil 
on the law. 


The moral shown in this case has been wonderful. Nobody 
shirked ~ on the contrary, everybody ze think did their very 
beat at the particular task they were assigzed, all working for 
&@ common good, and this we toliove 13 what put the cuse over. 


a, C. Hodgins, 
Internal Revenue Agent. 


Jacque L. vestrich, 
Internal Revenue Agent. 


H. MN. Clagett, 
Internal Revenue Agent. 
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caeer 's Alghonse Capone. 
Jack Palph Prone 
Gasix Ceyone Bitto 
Deposits Zqaittable $279, 783.9 
Cash, Gc. Harry Sorns 10,000.00 — 
Deposits Pintcert YS7, 211.23 
bactca Can! 425 ,261.99 
1/5 ” 
Hea Capom 
Yest sa. Tr. 4 5. 
52% Gaxbling 117,150.90 
LISS 
Incone 1/5 Sic. ace 
una capone, A/e Y. Sd. Te 4 3. Bee 
523 tncose 2F. ganb, oper. 
Leas deductions 
tesa exertion 
1 1/24 4000.00 £0.50 
3 4,900.00 120.00 
5 255,385.93 12,269.30 
tax 257, 285-9 Wt 137.20 
5, 3050 
Berned Inc. 000.90 
Lex S, 900.00 
15, 100,00 
1 1/23 000.00 5.0 
3 & 000.00 220.90 
5 hes .00 
Surtax 220.00 
3 $05.00 
25% 200.25 
Paz 
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Sana totel ee 
forls 7 
3,152,245.71 
193, 707.78 
2,500.00 
. SLOT) 
257 235.98 
193707.73 
2500.0 
510 
257250238 
1.09 
300.90 
7 ae 
253335693 
55 550.0 
201.2 \ 
55305225 
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1926 
Jack Ralpd Trank Secs 
Gaz tx C2009 mites Gas ix 
Deposits Zquttable 159 423,23 : 
Dezonits Mukert , 324, 8hn 45 
Chee Cashed 189,575.13 
14 
523 of gambling Ship 172,911.00 
1/5 bane ae, 107,271.23 
Inc, Ship ote, BS HOR, 72 
Lesa deductiag 1.90 
195,375.00 
ateaption 2X}, 00 
191,779.00 
1 1/o¢ 34 800.090 69.00 
3 4,000.00 120.00 
5 153,776 91,134.20 
Surtsx 195,575 0,795.20 
40, 154.00 
Barmmd Ins, Cr. Some 2s 1925 202.28 
PAX Bis a 2 0f5 


Total 


£43 So7¢ 
107,271.28 


$3 'os, 
195, 577.00 








1927 
Fack ph Prank 
Gussie Capone Xitta fuzile Fotal 
Deposits Ymitable 61 SANS 
Sandbar cheers : 
cashed 86,000.00 
Deposits Ptinrert 415,912, 44 
x3 cashed 75, 22h 25 
Deposits Schirr 
Tr and Sey, Bt, 2,113 .2k 
Teposita yaitadle 92,437.42 1 033 31 22 
| 1f 205,557.04. 
Investment Masthorns Xennel Clnd 2,900.00 
Sashterts chec J.3. Donber 2,500.00 
Trcozy Sis, 087.08~ 
1/6 xx, s/e 205, 557.04 
Cashierts ce, cashed 2,505.0 
Investment Haetherne Xen, Crod 10,500.50 
223 OS7.04 
Lasa daductions 1.00 
213,056.08 
SXeem tion 3.90.90 
‘ 214,155.04 
1/2 Boop 50.00 
4,000 220.20 
§ 206,255.94 10,507.80 
Surtax 212,055.05 R27} 21 
Z 39159 201 
Less ezrned ine. same as 1925 201.25 
; TAX eel a 


1925 
Jade Rel ph ‘Prank 
Guztk Capone Witt. 
Depoatts ° 
Equitable 25,197.42 
Depesits Con- : 
erese P48 56 460.50 Avy L341 
Deposits Pincert 27, SER 
>. Sqaitadle 
1/6 
Liberty Bong 
Inco 
1/6 de. sc, 
Lis. Bond 
Less Deductions 
Bxeupt ion 
112 4 coo 60.00 
3 ,0C0_ 120.00 
5 128,535.93 6431.79 
Surtax 140,535.93 19757.23 
£35 78.97 
Zarned inc, 30,900.00 
22m», 7 950.90 
26,100.00 
L1/2 4,900.00  fo.9090 
3 4,000.00° 120.00 
5 13,100 905.00 
Surtax 30,060 350.90 
; 1905.00 
20% 1.25 hen. 


130, 536.93 

210.900.0900 
140, 58 2 
190, 535-93 


PS?..2) 
$39,935.93 


Total 
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1929. ~ ON 
ee a ‘aN, : 
Income : ic as 
52 ics. at 2000.90 Lycous 104000.00°, 
Legs Ded, ; Tee Peres COSTER : 
Brenztio 3900.20 
. : 100099.00 
1/2 shoco 20.00 \ 
2 4o00 50.00 ‘ ; 
92099 3683.96 
Sartaz 103999 12859. 39 
16243 .74 
Zarned inc, . 30,0G0 
x, 2 
25,100 - 
1/2 logo 20 
2 4o00 80 
4 1Sic0 yaa 
Surtax 30000 380 
17S 
254 hog Bas 





